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Country handling—in bushels 


Elevator storage capacities—in bushels 


Number of points where country elevators are operated 
(total elevators 813 in 1971 and 825 in 1970) 


Number of employees 


Number of shareholders 


1971 
$ 35,835,000 
2,045,000 
11,450,000 
1,722,000 
63,658,000 
27,112,000 
6,795,000 
24,906,000 


11,599,000 


26,131,000 


121,000,000. 


66,315,000 


16,645,000 


534 
1,956 
58,063 
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1970 
$ 32,681,000 
2,106,000 
8,878,000 
1,275,000 
59,517,000 
24,904,000 
6,425,000 
22,899,000 


11,208,000 


24,728,000 


102,000,000 


66,590,000 


16,645,000 


546 
1,801 
56,142 
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Report of the President 
on behalf of the Board of Directors 


A. M. Runciman 
president 


Your Company handled a record amount 
of grain during the 65th fiscal year ended 
July 31, 1971. Grain receipts at country ele- 
vators of 121 million and at terminals of 108 
million bushels easily surpassed the previous 
highs of 114 million bushels and 88 million 
bushels handled during 1967 and 1966. 


Combined with sharp increases in sales of 
product lines, it allowed United Grain Grow- 
ers to increase net earnings from operations 
substantially over last year and to restore 
working capital to a more acceptable level 
in relation to its financial needs. Feed sales 
exceeded the previous year’s record by 41 per 
cent, fertilizer sales rose 48 per cent and 
seed sales were the second highest on record. 


An important development during the 
fiscal year was the purchase of the share of 
United Feeds Limited owned by United 
Farmers of Alberta Co-operative. This 
former associate company is now a wholly- 
owned subsidiary. Combined with the mills 
operated by the feed division, United Grain 
Growers now owns 18 feed mills. 


The year was not without its problems. 
Pending a report by the Grains Group on 
elevator rationalization, capital outlay for 
major repairs and new construction was 
necessarily curtailed. This was one of the 
factors contributing to a working capital 
position of $11.4 million at the close of the 
fiscal year—but it resulted in some short-term 
sacrifice in maintenance of facilities. Capital 
improvements to increase throughput at 
Thunder Bay terminals and the start of in- 
stallation of air pollution contro] equipment 
for the Vancouver terminal involve an ex- 
penditure of over $1.5 million. 


Deliveries by prairie farmers of all grains 
and oilseeds totalled 768 million bushels 
during the 1970-71 crop year, This was an 
increase of some 107 million bushels over 
the previous year and represented the 
heaviest volume of grain marketing since 
1966-67 when 835 million bushels were de- 
livered. Record-high deliveries of barley 
(229 million), flax (33 million) and rapeseed 
(61 million) were made. Deliveries of oats 


at 55 million bushels were more than double 
the previous year’s marketing of 21 million 
bushels. However, wheat deliveries of 378 
million bushels were the lowest recorded 
during the past 10 years. 


The slashing of wheat acreage by 49 per 
cent in 1970, under dictate of the Wheat 
Inventory Reduction Plan, resulted in a 
good yielding but relatively small crop of 
332 million bushels. When considered with 
the disappearance of 591 million bushels of 
wheat through sales and feeding, the wheat 
inventory at the end of the 1970-71 crop year 
declined to 750 million bushels. However, 
the expected 1971 crop of 522 million 
bushels again will bring the wheat inventory 
figure to over 1 billion bushels. Remark- 
able harvests of 656 million bushels of barley 
and 101 million bushels of rapeseed, com- 
bined with average productions of other 
crops, will bring the total prairie grain in- 
ventory to about 2.7 billion bushels. 


As predicted by your Company’s board of 
directors a year ago, the financial position of 
grain farmers did not show any marked 
improvement this past year. Even though the 
Wheat Board and the grain trade did a 
creditable job in selling and moving grains 
to export positions, price levels — except 
for rapeseed — showed little strength. 


While grain growers had a problem mainly 
with low cash income — due to mediocre 
exports and thus low quotas — the two years 
previous, their present plight is one of low 
net income. Quotas improved but price 
levels were simply not high enough to cover 
debts and expenses, and allow farmers to 
realize an adequate net return. The problem 
was compounded by the serious short-term 
debts farmers assumed in previous years, 
necessitating an early repayment. 


People who purchased land in the late 
1960’s under long-term loans are also having 
difficulty due to the inflated land values 
created in part by the ready availability of 
credit. 

The pay-back problem is best illustrated 
by money borrowed under the Advance 


Payments Act: At the beginning of this past 
fiscal year, prairie farmers owed $142 million 
and borrowed an additional $91 million 
during the year, yet paid back all but $42 
million during the year under review. 


The increased cash flow was evidenced by 
the rise in the purchase of inputs needed to 
reduce the cost of production per bushel. 
Fertilizer, chemical and machinery purchases 
all showed considerable increase — though 
they were well below the peak years of the 
mid-1960’s. With many short-term debts satis- 
fied including most of the loans made under 
the Advance Payments Act, a general pickup 
in the farm economy is likely. 


The morale of farm people remained low. 
The confusion of grain policies — many of 
them essential for improved marketing of 
grain under conditions of world surpluses — 
left people in a quandary as to their purpose. 
Within a single year farmers were introduced 
to a new quota system, a new wheat grading 
system, a proposal to eliminate PFAA pay- 
ments and Temporary Wheat Reserves pay- 
ments, a marketing bill that threatened to 
balkanize livestock marketing, a forage 
diversion scheme, a proposal to relocate 
farmers to an urban society, a Bill to allow 
marketing of flax, rye and rapeseed, to come 
under the Wheat Board, and the beginning 
of a study to rationalize the prairie grain 
handling and transportation system. 


So many changes were difficult to absorb. 


The credibility of the government and the | 


influence of farm organizations was seriously 
questioned. 


On the positive side, the Canadian Wheat 
Board continued its policy of offering grain 
on world markets at competitive prices and 
very adequately fulfilled its objective of sell- 
ing grain. The Board’s job is to sell grain 
and the government's is to create policies 
that will enhance farm income. 


However, despite all government actions 
to indicate otherwise, no real help was given 
to support of farm prices. Victims of domes- 
tic inflation, competing with producers from 


other countries who had considerable help 
from their governments in price support, 
farm people continued to drift from the 
farms to the cities and those remaining con- 
tinued to tighten their belts. 


The question of income support of some 
kind was paramount this last fiscal year and 
providing the answer to it will remain the 
key problem of the future. 


The board of directors of your Company 
note at this time the death of one director, 
R. C. Brown, and the resignation of another, 
J. B. Thomson. 


Mr. Brown, a director for over 40 years 
and a vice-president of United Grain 
Growers for many years, passed away on 
August 3rd. 


Mr. Thomson, a director for six years, re- 
signed effective July 31, to accept an appoint- 
ment as commissioner of the Canadian 
Transport Commission. 


Financial Statements 


The Financial Statements as at July 31, 
1971, were mailed to all shareholders before 
this meeting. The form and style of the 
statements were approved by the Company’s 
auditors and, since the Company is organ- 
ized under a Federal Charter, they comply 
with requirements of the Canada Corpora- 
tions Act. 

The statements are consolidated incor- 
porating combined figures for United Grain 
Growers Limited and all of its wholly- 
owned subsidiary companies. The first is a 
Consolidated Balance Sheet, showing assets 
and liabilities and shareholders’ equity at 
the close of the past fiscal year on July 31, 
1971. The second is a Statement of Con- 
solidated Earnings for the year and the third 
is a Statement of Consolidated Retained 
Earnings — Unappropriated. The fourth sets 
out the Consolidated Source and Use of 
Funds, and the fifth is the Auditors’ Report 
to the Shareholders certifying agreement 
with and approval of the financial presenta- 
tion of the statements. Comparative figures 


for the previous year are included in the Fi- 
nancial Statements. 

The Notes to the Financial Statements are 
an integral part thereof and contain addi- 
tional information as well as explanatory 
comments on a number of items. 


Consolidated Earnings 


The Statement of Consolidated Earnings 
shows that operating revenues for the year 
were $35,835,000 (1970—$32,681,000). To 
that amount is added net income from in- 
vestments of $109,000 (1970—$14,000). From 
the total of $35,944,000, there are deducted 
operating, general and administrative ex- 
penses amounting to $31,220,000 (1970— 
$29,640,000 ). 


Included in these expenses are interest on 
long-term debt $977,000 (1970—$797,000), 
remuneration of directors and _ officers 
$231,000 (1970—$200,000) and provision for 
depreciation $2,162,000 (1970—$1,949,000). 
This leaves earnings of $4,724,000 (1970— 
$3,055,000) out of which the under-noted 
provisions are made. 


Provision for patronage dividend on grain 
deliveries during the past fiscal year is 
$1,200,000 (1970—$1,080,000). 


Provision for taxes on income is $1,840,000 
(1970—$1,030,000). This includes $370,000 
(1970—$350,000) for income taxes deferred 
as a result of claiming capital cost allow- 
ances in excess of depreciation provided as 
above. Such procedure reduces the amount 
of income tax currently payable but also 
means that in future years capital cost allow- 
ances then deductible in calculating taxable 
income will be correspondingly less. Pro- 
vision is made annually until need arises to 
take care of income tax which may become 
due in future years. This practice is recom- 
mended by the accounting profession in 
Canada and is approved by the shareholders’ 
auditors. 

After provision for income taxes, net 
operating earnings are $1,684,000 (1970— 
$945,000). 


Addition of extraordinary items compris- 
ing of gain on property disposals of $307,000 
(1970—$1,026,000) and balance of proceeds 
of $54,000 (1970—$135,000) on disposal of 
insurance sub-agency business brings net 
earnings for the year up to $2,045,000, which 
amount is carried to Consolidated Retained 
Earnings—Unappropriated. The correspond- 
ing amount for the previous year was 
$2,106,000. 


Consolidated Retained Earnings— 
Unappropriated 


At the beginning of the fiscal year Con- 
solidated Retained Earnings—Unappropri- 
ated were $10,224,000. The addition of net 
earnings as noted brings the amount to a 
total of $12,269,000. From that amount is 
deducted a dividend of 6% declared on 
Class “A” shares, amounting to $391,000 and 
a dividend provision of 6% amounting to 
$17,000 on Class “B” shares. This latter 
dividend is accumulated and declared pay- 
able at the end of four years when the 
amount is more substantial. After these de- 
ductions Consolidated Retained Earnings — 
Unappropriated are $11,861,000. 


Consolidated Balance Sheet 
As at July 31, 1971 


Assets 


Cash 62). le ee $318,000 
(1970—$455,000). This represents mainly 
cash in the hands of paying agents for 
redemption of cash tickets as presented 
and cash in transit to the banks. The item 
also includes petty cash funds in different 
offices and standing deposits which are 
maintained at the request of banks as 
part of borrowing arrangements. 


Marketable Securities, At Cost __.$1,062,000 
(1970—$952,000). This item represents the 
cost of preferred and common shares of 
various Canadian companies. The market 


value of the securities as at July 31, 1971 
was $1,206,000 (1970—$967,000). 


Accounts and Accruals 
MROCOCIVO DION ee cs $9,204,000 


(1970—$7,042,000). Included here are 
accounts owing by customers for farm 
supplies, feeds and seeds. The substantial 
increase is represented chiefly by cus- 
tomers’ balances of United Feeds Limited. 
An allowance of $315,000 is carried 
against estimated bad debts and is $65,000 
greater than a year ago, resulting from 
the consolidation of United Feeds Lim- 
ited. The item also includes accrued 
charges on grain carried in country ele- 
vators for account of The Canadian Wheat 
Board, and accrued storage charges on 
grain in terminal elevators. 


Way evi tr 1 CS ato ese det so, $70,341,000 


(1970—$79,025,000). Grain inventories of 
$66,964,000 (1970—$75,865,000) consist 
mainly of wheat, oats and barley in store 
in country elevators or in transit there- 
from for the account of The Canadian 
Wheat Board, and are valued on the basis 
of purchase prices set by that Board. 
When such grain is purchased the Com- 
pany advances the initial payment, for 
which it will be reimbursed by The Cana- 
dian Wheat Board when the grain is de- 
livered at terminal elevators. Other grain, 
including rye, flaxseed and_ rapeseed 
bought for the Company’s own account is 
valued on the basis of market quotations. 
The inventories include little grain in 
terminal elevators, since most of the grain 
in store there is carried for the account 
of others. The inventory valuation in- 
cludes handling costs incurred on grain 
receipts at country elevators, against 
which handling charges on Wheat Board 
grain will be recovered on delivery at 
terminal destinations. 

The grain inventory value was sub- 
stantially less than a year ago because 
lower wheat stocks were carried in 
country elevators at the past year end. 


Farm supplies, seeds, feeds and sundry 
merchandise of $3,377,000 (1970— 
$3,160,000) make up the balance of the 
Inventories. The more important are 
feeds, fertilizers, agricultural chemicals, 
coal and twine. Stocks of these are carried 
at many locations to be available where 
and when required. 


Prepaid Expenses __..........._._._..-... $910,000 


(1970—$788,000). This item represents pay- 
ments chargeable to operations subse- 
quent to the close of the fiscal year. A 
substantial part is for insurance premiums 
which are paid in advance at different 
times for periods of various length. Also 
included are construction supplies and 
repair parts carried in stock for future 
needs. 


Current#Assétsc23 22 $81,835,000 


(1970—$88,262,000). This is the total of the 
foregoing items, to be compared with the 
total for current liabilities, shown on the 
opposite side of the Balance Sheet at 
$70,385,000. The difference of $11,450,000 
is working capital (1970—$8,878,000). The 
improvement of $2,572,000 is very satis- 
factory. It is an element of financial 
strength and an important factor in the 
Company’s ability to borrow on favorable 
terms large sums of money that are re- 
quired from time to time. 

A Statement of Consolidated Source 
and Use of Funds setting out the major 
changes in working capital during the 
fiscal year forms part of the Financial 
Statements. It shows that the total funds 
derived for the year were $7,360,000 of 
which $5,447,000 were generated from the 
company’s operations. Total funds ex- 
pended for properties, debt retirement 
and other items amounted to $4,788,000. 


Loans Receivable, Secured _._... $342,000 


(1970—$339,000). Amounts included here 
mainly represent repayable advances 
made to enable travelling employees at 
country locations to purchase homes. The 


loans are secured by mortgages or agree- 
ments for sale. 


Other Investments". = $250,000 


(1970—$892,000). This item consists of in- 
vestment of $25,000 for 25 per cent of 
the issued capital stock of XCAN Grain 
Ltd. and a loan to that company of 
$225,000 repayable on July 31, 1975. It 
also includes investment in shares of 
sundry co-operatives and memberships in 
various exchanges and trade associations 
which are carried at a nominal value of 


$1. 


Properties;“At' Cost’. a. $63,658,000 


(1970—$59,517,000). The increase of 
$4,141,000 from the previous year includes 
feed plant properties carried at a cost of 
$2,741,000 resulting from consolidation of 
United Feeds Limited. This amount covers 
properties owned at date of Balance Sheet 
after eliminating the cost of any which 
had been disposed of. 

Net increase of the properties for the 
past ten years was $26 million, averaging 
$2,600,000 annually. 


Accumulated Depreciation ___. $27,112,000 


(1970—$24,904,000). Each year provision 
is made out of earnings to add to this 
amount a definite percentage of the cost 
of each building, or equipment, until such 
cost has been recovered. Percentages are 
uniform from year to year, but vary from 
one class of physical asset to another. 
Appropriation for the year has already 
been noted under Consolidated Earnings. 
The figure shown relates to properties 
owned at date of Balance Sheet including 
those of United Feeds Limited as at July 
31, 1971. 


When properties are disposed of and 
their cost is deducted from the foregoing 
item, the relevant accumulated deprecia- 
tion is also deducted from this item. 


Total (Assets" 2.202. eee $118,973,000 
(1970—$124,106,000). This is the total of 


Bank Loans, Secured 


foregoing items. It is less than a year ago 
mainly because of the lower grain inven- 
tory values. 


Liabilities 

PAR Eset: $40,250,000 
(1970—$47,650,000). These loans are 
shared among four of Canada’s largest 
chartered banks on a basis agreed to 
when they established the Company’s line 
of credit for the fiscal year. Such loans 
are secured by pledge of specific assets 
including accounts receivable, inventories 
and marketable securities, the largest 
being stocks of grain carried for account 
of The Canadian Wheat Board in country 
elevators and en route to terminals. Under 
The Canadian Wheat Board Act and by 
contract the Company is allowed to treat 
such grain as its own property in pledging 
it for the purpose of borrowing from a 
chartered bank. Such borrowing obtains 
funds for the initial payment on wheat, 
oats and barley for account of The Cana- 
dian Wheat Board, which reimburses the 
Company on delivery of the grain at a 
terminal elevator. When the year began 
interest on these bank loans was at the 
rate of 8 per cent per annum and at the 
year end it was 6% per cent. During the 
previous year the rate was 8% per cent 
during most of the year and 8 per cent 
at the year end. 

As noted under the heading “Inven- 
tories,” the values of grain inventories 
were substantially lower in 1971 and this 
chiefly accounts for the reduction in bank 
loans. 


Other: Loans... 2204 $8,508,000 


(1970—$7,351,000). These are loans ob- 
tained in ‘the short-term money market 
against issue of the Company’s unsecured 
promissory notes. Their volume changes 
greatly from time to time with variations 
in the amount of money offered in that 
market. Lenders are mainly financial in- 
stitutions and business firms who find 


themselves for a brief period with sur- 
plus funds on which they seek an interest 
return. Interest rates vary frequently and 
are usually lower than the bank rate. 

The Company is well and favorably 
known in the short-term money market, 
where its notes are readily placed by 
investment brokers who specialize in such 
transactions. 

Included in this item are a number of 
demand loans from customers of the Com- 
pany. Other loans from customers for 
more than twelve months are included in 
an item below under the heading “Promis- 
sory Notes.” 


Unpresented Cheques and Grain 

Cash Purchase Tickets _.._.. $13,193,000 
(1970—$16,442,000). This item includes 
cheques, coupons and grain cash tickets 
in transit as well as those which, for one 
reason or another, have not yet been pre- 
sented for payment. The amount tends to 
increase toward the end of the crop year 
when customers are attempting to deliver 
maximum quantities of grain before de- 
livery quotas expire and may be too busy 
for a few days to present the tickets for 
payment. 


Accounts and Accruals Payable $4,880,000 
(1970—$4,149,000). This item includes 
accounts shortly to become payable for 
goods and services already received and 
merchandise carried in the inventories. 
Also included is interest accrued to the 
close of the fiscal year on current borrow- 
ings and on long-term debt. 


Income and Other Taxes Accrued $873,000 
(1970—$855,000). These are taxes not yet 
due but payable after the close of the 
year and which were charged to opera- 
tions of the past year. 


Dividend to Shareholders 

Payable September 1, 1971 $391,000 
(1970—$435,000). This amount represents 
6% on the paid-up value of Class “A” 
shares, declared before the end of the 


fiscal year but payable thereafter. It in- 
cludes the preferential dividend of 5% to 
which holders of such shares are entitled 
to the extent earned, and also an ad- 


Operating Revenue by Product Group and Net Earnings 


ditional 1% which has now been de- 
clared for six successive years. 

Provision has been made elsewhere for 
corresponding payment on Class “B” 
membership shares, but declaration has 
been deferred in accordance with the 
practice of accumulating such amounts 
for declaration every fourth year, as was 
last done in 1970. This practice accounts 
for the lower amount of dividend pay- 
able in 1971. 


Current Maturities of 

Long-Term Debt _..--.........- $2,290,000 
(1970—$2,503,000). Amounts falling due 
within twelve months following date of 
Balance Sheet are treated as current 
liabilities. Consequently, this item in- 
cludes such payments to be made on prin- 
cipal of long-term debt, the remainder of 
which is shown below. 


Patronage dividend obligations included | Country Grain Storage Capacity 
here amount to $526,000 and promissory Capacity per Elevator Manager 


notes and instalment of purchase agree- Ww 
ment amount to $1,764,000. Millions of bushels Thousands of bushels 
80 
Total Current Liabilities __ $70,385,000 


(1970—$79,385,000). The total of the fore- 

going items has already been compared 

with the larger amount of current assets 70 120 
in order to establish the amount of work- 

ing capital. 


Promissory Notes $6,535,000 60 100 
(1970—$4,972,000). These are unsecured 
promissory notes maturing at various 
dates more than twelve months from date 
of Balance Sheet. Notes aggregating 
$1,900,000 were issued during the past 
fiscal year chiefly to financial institutions 
for lengths of terms ranging from 16 to 
36 months at varying rates of interest. 


This method of borrowing is considered to 
1962 63 64 65 66 67 68 69 70 71 


Total Country Grain Handling 


Shareholders’ Equity Handling per Elevator Manager 
Be ’ 
Millions of Dollars Millions of bushels Thousands of bushels 
130 

120 230 

20 
110 210 
100 190 

15 
90 170 
10 80 150 
70 130 

5 
60 110 
50 90 


1962. 63 64 65 66 67 68 69 70 71 1962 63 64 65 66 67 68 69 70 71 


be useful as a temporary measure to con- 
serve working capital. 

The outstanding notes include $564,000 
representing loans from customers, at 
varying rates of interest depending upon 
time of issue and length of term. Interest 
on such loans is covered by coupons cash- 
able at intervals of six months. 

Other notes included herein to the 
amount of $3,053,000 were issued in prior 
years for longer periods to pay for prop- 
erties purchased. These mature annually 
in the amount of $505,000 from 1973 to 
1975 inclusive, $445,000 in 1976, $287,000 
from 1977 to 1979 inclusive and $117,000 
in 1980 and 1981. 


Purchase Agreement $2,708,000 


(1970—$2,825,000). This relates to pur- 
chase, as of August 1, 1965, of the term- 
inal elevator at Vancouver, and falls due 
in annual instalments of $118,000 in each 
of the fiscal years 1973 to 1995. 


Patronage Dividends __......__.. $7,962,000 


(1970—$7,835,000). This item includes the 
amount provided from earnings for 
patronage dividend on grain receipts of 
the year. It includes credits bearing in- 
terest at 4% per annum issued against 
grain receipts of fiscal years ended in 
1967 to 1970 inclusive, payable fifteen 
years from date of issue less amounts re- 
deemed or applied on purchase of Class 
“A” shares. It also includes residual prin- 
cipal amount of credits and debentures 
issued for patronage dividends of earlier 
years, to be redeemed in varying amounts 
annually on May 15 until 1982. These bear 
interest at 3% per annum, accrual of 
which is included here. 


Deferred Taxes on Income ____. $6,477,000 


(1970—$6,190,000). This item arises from 
the Company’s practice of claiming for 
taxation purposes capital cost allowances 
in excess of depreciation annually pro- 
vided. While this reduces the amount of 
tax immediately payable, the opposite 


effect may be experienced in subsequent 
years when capital costs then claimable 
are less on account of such allowances 
now claimed. This accumulated provision 
can be drawn on at such a time. 


Capitalestock: #22" ooo Ee) ees $6,795,000 
(1970—$6,425,000). Increase from the pre- 
vious year results from issue of Class “A” 
shares to customers who acquired them 
by application of patronage dividend 
credits issued on grain receipts during the 
fiscal year ended in 1969 together with 
outstanding balance of prior years. 

The paid-up value of Class “A” shares 
outstanding at July 31, 1971 is $6,515,000 
and the par value of Class “B” shares out- 
standing is $280,000. 

The share capital base is now considered 
to be adequate in relation to the capital 
structure of the Company and the practice 
of issuing Class “A” shares by application 
of patronage dividends was discontinued 
in respect of the 1969-70 crop year. 


Retained Earnings 

Appropriated—Special ______.-..-..... $3,250,000 
(1970—$3,250,000). This item includes ac- 
cumulations in past years by appropria- 
tions from retained earnings against 
unusual eventualities, including  self- 
insured property, and abnormal grain 
grade losses or other contingencies. 


Retained Earnings 

Appropriated—General $3,000,000 
(1970—$3,000,000). The General Reserve 
was established by appropriations from 
retained earnings and has stood un- 
changed at this amount for a number of 
years. 


Retained Earnings 

Unappropriateds.. 2) $11,861,000 
(1970—$10,224,000). This amount repre- 
sents the balance of retained earnings 
and is in agreement with the Statement of 
Consolidated Unappropriated Retained 
Earnings already dealt with. 


11 


12 


Shareholders’ Equity $24,906,000 
(1970—$22,899,000). This is the total of 
foregoing items, and is the amount by 
which the Company’s total assets exceed 
its liabilities listed above. 


TOtals ee es ee $118,973,000 
(1970—$124,106,000). This amount, the 
sum of Liabilities and Shareholders’ 
Equity, is the same as Total Assets re- 
corded opposite on the Balance Sheet. 


| 


The Elevator System 


Your Company’s main business is to 
handle and store grain produced in western 
Canada. This grain is received by truck in 
country elevators and assembled into car- 
load lots for shipment by rail. Terminal 
elevators, upon receiving the carloads, as- 
semble the grain into cargo quantities for 
shipment by vessel. 


Elevators thus perform essential functions 
in transporting grain. They are also public 
utilities and this is recognized in the statu- 
tory declaration that Canadian elevators 
are works for the general advantage of 
Canada. They are required, by law, to give 
service at uniform and regulated charges to 
all customers. 


Elevators are also merchandizing premises, 
where your Company buys and sells grain 
— rapeseed, flax, rye and certain specialty 
crops — on its own account and keeps a 
stock in trade. To a much greater extent, 
however, country elevators are premises 
where your Company acts as agent for the 
Canadian Wheat Board, accepting and pay- 
ing the initial price for wheat, oats and 
barley to be marketed by the Board. 

Another aspect of the elevator business 
is that of elevating and storing grain under 
tariff charges authorized by the Canadian 
Grain Commission (formerly the Board of 
Grain Commissioners for Canada). Limited 


amounts of grain received in country ele- 
vators and most of the grain handled through 
terminal elevators falls in this category. At 
the-terminals, United Grain Growers owns 
some grain and screenings in its capacity as 
grain merchant. 


The grain handling facilities are com- 
prised of 813 elevators at 534 points in the 
prairie provinces, three terminal elevators 
at Thunder Bay, Ont. and one at Vancouver, 
B.C. 


Country Elevators. Your Company’s coun- 
try elevators are located at one point in 
Ontario, 114 in Manitoba, 201 in Saskatche- 
wan, 214 in Alberta and at four points in 
British Columbia. Other structures include 
1,097 annexes, 18 feed mills, 7 seed clean- 
ing plants, a number of seed warehouses, 
and 238 coal sheds. There are, also, 542 
dwellings for elevator managers of which 
your Company owns 203 and leases 339 
from an investment firm. 


The total grain capacity of the U.G.G. 
country system, as licensed by the Canadian 
Grain Commission, is 66 million bushels. 

Repairs during the year to country facil- 
ities cost over $1 million, and capital expen- 
ditures for improvements and net additions 
amounted to about $1.3 million. Nine of the 
older elevators were overhauled at costs 
ranging from $9,000 to $70,000. During the 
year, 15 elevators were bought and 15 were 
sold under the rationalization exchange pro- 
gram with other grain companies. Two new 
grain storage annexes were built and your 
Company continued to experiment with butyl 
bins as a temporary storage measure. A new 
feature, at two country elevators this year, 
was the introduction of automatic scales to 
speed up grain weighing and car loading. 


The Canadian Wheat Board instructed 
your Company to begin emptying its 30 
closed elevators this past year. About 1 
million bushels of grain is involved. There 
are some 325 of these elevators in the 
prairies and nearly all of them were 
emptied. These elevators will be dismantled 
or sold under condition that they are moved 


off the track site. The reductions in stored 
grain is a reflection of government policy 
to reduce stocks of grain in country elevator 
positions. Last year your Company’s daily 
stocks averaged 6.7 million bushels less than 
the year before. 


Even though $1 million capital for con- 
struction was allocated for the past fiscal 
year, this was considerably below what was 
needed for changes and improvements in an 
aging elevator system. The announcement 
that the Grains Group, under authority of 
the federal government, would examine and 
propose changes in the elevator system left 
your Company with no alternative but to 
curtail expenditures until the situation be- 
came more clear. To spend money on eleva- 
tors that will be forced to close would be 
ill-advised. 


Yet the problems associated with an aging 
elevator system remain. Even for elevators 
which have almost depreciated, 125,000 
bushels of grain must be handled to meet 
the costs of a single operating unit under 
one manager. The minimum handling re- 
quired to meet the additional costs of a new 
elevator or one that received a major over- 
haul is much higher. 


This problem has been well-recognized by 
grain companies and a natural process of 
economic attrition had been underway for 
the last decade. Extensive trading was the 
means used to consolidate and rationalize. 
It is of interest to note that on July 31, 
1961 your Company employed 650 elevator 
managers who operated with an average 
capacity-per-manager of 89 thousand bush- 
els. Yet on July 81, 1971, United Grain 
Growers employed 544 managers who 
operated elevators with an average capacity 
of 121 thousand bushels. In this interval, 
your Company added 60 elevator managers 
from the purchase of the McCabe Grain 
Company, so that the total reduction in this 
period was 166. Efficienciés have been 
realized: The average handling in 1961 was 
113 thousand bushels and in the past year 
was 223 thousand bushels. 


It goes without saying that the directors 
of your Company would prefer to expand 
present facilities, or build or buy additional 
units. The economics of such a consideration 
are, however, prohibitive. There is no doubt 
that the elevator system will continue to 
shrink and the choice remains whether it 
will be done through the initiative of free 
enterprise or through government dictum. 

The directors of your Company feel that 
rationalization of the country elevator system 
is essential, not only from the standpoint of 
economics to the elevator industry, but in 
the interests of the grain customer. 


While the report of the Grains Group re- 
mains confidential, it is no secret that an in- 
land terminal system is much in vogue 
among scholars. It is the opinion of your 
Company that this much heralded system is 
nothing but an academic exercise. They 
believe this not only because it would either 
increase farmer trucking costs or increase 


Electronic scales incorporating load cells, air 
gates, a horizontal conveyer and electronic eye 
have been installed at two U.G.G. elevators. 
Scales can be set to automatically load boxcars 
in one-quarter the time it takes to load the 
conventional way. These scales will be installed 
in all your new elevators and in those receiving 
major overhauls. 
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handling costs, but because no explanation 
has ever been offered as to how a terminal 
system is to be paid for. Unless the govern- 
ment pays for this new construction, farmers 
must pay for it: When farmers already have 
paid for a system, which with some modifica- 
tions can function quite effectively, such 
theory cannot be taken seriously. 


The directors of United Grain Growers 
candidly admit that some branch line aban- 
donment is necessary, in the interest of re- 
ducing the costs of handling grain, as long 
as strict consideration is given to the increase 
in farmers’ trucking costs that will occur. 
This matter is being given the closest atten- 
tion by your Company, and it behooves 
members and communities affected to give 
this matter their attention when the Grains 
Group report is made public. 


A sum of $1.3 million has been authorized 
for capital improvements to the country ele- 
vator system in the current fiscal year. This 
is the maximum amount that could be 
authorized considering the total demands on 
working capital and the continuing uncer- 
tainty with respect to rationalization. It is 
recognized, however, that much _ larger 
amounts will have to be appropriated in the 
future in order to provide adequate service 
to customers. 


Terminal Elevators. Your terminal at Van- 
couver, purchased from the National Harbors 
Board in 1966, has a capacity of 3,645,000 
bushels. At Thunder Bay, United Grain 
Growers owns three terminals: Elevator A 
with a capacity of 8,250,000 bushels, Eleva- 
tor M with a capacity of 3,250,000 bushels 
and Thunder Bay Elevator with a capacity 
of 1,500,000 bushels. 


Most of the grain delivered to your 
country elevators flows to export and domes- 
tic markets through these terminals. Some 
is shipped through Churchill and Prince 
Rupert, and some is consigned to mills or 
malting plants in the prairie provinces. 


Despite the fact that grain receipts and 
earnings from terminal operations were at 


an all-time record this year, expensive prob- 
lems were faced and more loom in the 
future. 


Your terminal Elevator A is among the 
most modern at the Lakehead and is in good 
condition. A number of capital improve- 
ments were carried out last fiscal year in- 
cluding replacement of the 44-year-old 
screening re-claim system and the installa- 
tion of an improved rapeseed cleaning sys- 
tem. A major expense item in the future will 
be installation of a pollution control system 
that has been estimated at $1.5 million. 


Quite spectacular increases in productiv- 
ity were achieved at your Elevator M term- 


Melroe Bobcats are used to unload boxcars at 
Terminal M elevator. These fourwheel drive un- 
loaders are much cheaper than the automatic 
dumpers used at Terminal A and Vancouver, 
but repairs and labor costs are higher. 


inal where labor costs per bushel handled, 
while still 26 per cent above those of Ele- 
vator A, dropped 12 per cent this past year. 
Several improvements including the auto- 
mation of five shipping scales not only re- 
duced labor costs but significantly increased 
the rate of loading to vessels. Proposed 
capital projects for Elevator M include ad- 
ditional rapeseed cleaning equipment, a 
modern screenings re-claim system and pos- 
sibly steel revetment in order to permit 
deepening of the slip to full seaway stand- 
ards. Air pollution equipment is also planned 
for Terminal M. 


While your terminals enjoy a fair share 
of the business at Thunder Bay, the Van- 
couver terminal has difficulty handling the 
output of the Company’s country elevator 
system. Improvements currently underway 
will increase throughput, but if the move- 
ment of grain through the Port of Vancou- 
ver continues to grow additional capacity 
could be required. 


The major capital improvement this last 
fiscal year at the Vancouver terminal was 
the start of installation of the $800,000 air 
pollution control system. This expenditure 
adds nothing to the productivity of the 
elevator. Of new capital projects, the most 
significant is the proposal to add new clean- 
ing capacity, both in tanks and within the 
existing workhouse. Construction is also 
underway to modify the track shed so that 
hopper cars can be unloaded more rapidly. 


The influence of organized labor con- 
tinues to add to the costs of operating your 
terminals. The Thunder Bay collective 
agreement expired December 31st, 1970 and 
a new agreement at higher costs was 
reached last spring. The Vancouver collec- 
tive agreement expires November 30th, 1971. 


Five shipping scales at Terminal M elevator 
were converted to BTR Automatic Electronic 
Weighing. The new scales allow speeded-up 
weighing to ships. 


The Farm Supplies Division 


Operating results early this spring pointed 
to a break-even point by July 31. However, 
sharp price cutting in the three major prod- 
uct lines — fertilizer, chemicals and twine — 
negated the benefits of increased sales and 
the division incurred an operating loss for 
the third year in a row. Losses, however, 
were substantially less than for the pre- 
vious year. 


Operating and fixed expenses declined 
from last year and this appears to be the 
key to achieving a break-even or profit point 
in farm supplies sales. Since there is little 
sign that the marketing of farm supplies in 
the near future will become any less com- 
petitive, your Company will be aiming at 
achieving a higher percentage of total sales 


and operating on lower margins through 
further reductions in operating and fixed 
costs. 


Your Company continued to offer credit 
at 9 per cent interest even though many 
competitors were charging considerably 
more. With the improvement in cash 
receipts, the directors of United Grain 
Growers anticipate a modest profit in farm 
supplies during the present fiscal year. 


Fertilizers. Reflecting the improvements 
in cash receipts, fertilizer sales in the prairies 
rose 35 per cent and your Company enjoyed 
increased market penetration in the nature 
of a 48 per cent increase over last year. 
Considering the large acreage in fallow 
this spring and the lower requirement for 
nitrogen, the results were better than ex- 
pected. 


United Grain Growers obtained access to 
large amounts of 21-0-0 which it retailed at 
the low price of $32 a ton, and, accompanied 
by extensive promotion, led the industry in 
21-0-0 sales. This fertilizer, which also con- 
tains considerable amounts of sulphur at no 


Filling a nurse tank with bulk liquid fertilizer 
for use in pilot liquid marketing program at 
Minnedosa, Manitoba. 


extra cost, was 2 to 3 cents per unit of nitro- 
gen below the prevailing price of other 
nitrogen fertilizers. The result was customers 
were offered fertilizer at an excellent price, 
however, the margin for your Company was 
negligible. 

Prices firmed as seeding progressed due 
to shortages which developed, particularly 
in Saskatchewan. Many producers delayed 
their orders until late in the season. The 
heavy demand which arose was not pro- 
jected and, since inventories had been pur- 
posely reduced to cut down on inventory 
costs, some delays were to be expected. 


Prevailing rates of interest have added 
greatly to the cost of carrying large fertilizer 
inventories. For this reason, it has been 
necessary to reduce inventories and to main- 
tain them at the lowest possible level. Even 
if the demand for fertilizer was at the levels 
encountered in the mid-1960’s, excess plant 
capacity both in Canada and the United 
States exists. This can produce surpluses 
even though fertilizer use rises markedly. 
Intense competition for the fertilizer sales 


U.G.G. anhydrous ammonia nurse tank and 
bulk tank applicator leaving elevator site for 
another custom spreading job. 
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will remain characteristic of the prairie mar- 
ket for some time. 


Some years ago your Company started to 
construct bulk fertilizer bins at key centres 
where the prospects for bulk sales appeared 
good. United Grain Growers now owns 28 
of these bulk plants. A throughput of 200 
tons is needed for an economic return. The 
average throughput in these plants has ex- 
ceeded that amount, although a number of 
points were well below average. Considera- 
tion will be given to relocation of plants 
that had low throughputs. 


Increased anhydrous ammonia sales were 
made last fiscal year with the bulk of the 
output in Alberta. This product, before ap- 
plication, is the lowest-priced source of nitro- 
gen in western Canada. The cost of applica- 
tion and inability to meet demand during 
the rush of spring seeding posed problems. 
Plans are underway to develop systems 
which can be adapted to ordinary cultivators 
and thus permit farmers to apply the 
anhydrous ammonia themselves. 


A pilot project with bulk liquid nitrogen 
and nitrogen-phosphate mixtures was in- 
itiated this past spring in the Minnedosa 
area. This product is somewhat more expen- 
sive than dry fertilizers but the advantage 


is that liquids can be handled easier than 
solids. Farmers can apply liquids themselves 
through simple adaptations to drills and 
sprayers. Further pilot projects are planned 
in the spring of 1972. 


Other Farm Supplies. Sales of weedkillers, 
although increased substantially over last 
year, fell short of projections because of 
inclement weather. Sales of 2,4-D were par- 
ticularly hurt by wet conditions. 


The demand for herbicides indicated an 
increasing problem with grassy weeds such 
as millet and wild oats. Wild buckwheat and 
Lady’s Thumb — weeds that were a serious 
threat to yields in 1970 — were not as great 
a problem this year. 


Carbyne sales were up well over 50 per 
cent. United Grain Growers again handled 
Avadex after a two-year lapse; a new Avadex 
pricing arrangement with the supplier was 
negotiated, however, it was concluded so 
late in the season that sales were not large. 


Trained soil samplers, with powered or manual 
probes, sample customer's soil on request 
through U.G.G. elevator managers. This sam- 
pling service is free to customers. 


ry 
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With the likelihood of more stubble acre- 
age being seeded in 1972, the demand for 
weedkillers is expected to increase. 

Twine sales during this past fiscal year 
were about the same as the year before. 
There was a sales increase in Alberta but a 
decrease in the Eastern Region because of a 
reduction in straw baling last fall and a 
somewhat lighter hay crop this summer. 


Some imported twine is accepted quite 
readily by prairie farmers, now that the 
quality has been improved. Lower labor 
costs in developing countries allow United 
Grain Growers to offer it at lower prices 
than domestically-produced twine. Com- 
petition from foreign imports is such that 
only one major and two minor twine manu- 
facturers remain in North America. Your 
Company's top-quality Haitian twines re- 
ceived some competition from cheaper low- 
quality African, but the quality differences 
were so evident no inroads were made into 
twine sales. 


Sales of other commodities, with the ex- 
ception of coal, remained fairly stable. Coal 
sales continue to decline each year, reflect- 


Unifeed truck filling bulk bins in Alberta feed- 
lot. More Unifeed than any other brand is sold 
in Alberta. 


ing the greater use of oil and gas in rural 
communities. 

Under the decentralized system of opera- 
tions introduced in the present fiscal year, 
elevator managers will purchase all farm 
supplies except fertilizer, chemicals and 
twine, on a modified dealer basis. In essence, 
the Company will purchase the products for 
the elevator managers at volume discounts 
and the managers will be responsible for 
pricing and invoicing. 


The Feed Division 


United Grain Growers, through its feed 
division and wholly-owned _ subsidiary, 
United Feeds Limited, is now a major sup- 
plier of processed feeds in western Canada. 
With 18 feed mills in all, it distributes more 
feed than any other company in Alberta and 
with the recent purchase of the Yorkton feed 
mill, is a major competitor in Saskatchewan. 
Only in Manitoba, where United Grain 
Growers buys feed from another company, 
is it limited to sales of feed through ele- 
vators. 


Both the feed division and United Feeds 
Limited improved earnings substantially this 
past fiscal year. 


Unquestionably, the most significant de- 
velopment in your Company’s feed business 
was the acquisition last winter of sole owner- 
ship of United Feeds Limited. This was an 
associated company, jointly- and equally- 
owned by United Grain Growers and United 
Farmers of Alberta Co-operative. Formed in 
1967, the two principals subscribed and paid 
for 2,000 shares at par value of $100 each out 
of the total authorized capital of $2.5 mil- 
lion. Each principal also loaned considerable 
sums to the new company and guaranteed 
its bank borrowings. 


However, the need for more feed manu- 
facturing facilities outside Alberta, as de- 
sired by United Grain Growers, prompted a 
reconsideration of the arrangement by both 
principals. United Farmers of Alberta Co- 


operative felt their priority for capital lay in 
expansion of their Alberta petroleum and 
retail lines rather than acquiring feed manu- 
facturing facilities outside the province. 
Accordingly, they sold their interest in 
United Feeds Limited to your Company. 

The characteristics of the feed business 
demand somewhat different management 
than the grain business. The latter, operating 
under fixed tariffs and quotas, demands strict 
attention to maintaining low operating and 
fixed costs. The feed business, while it must 
observe cost control, is much more respon- 
sive to aggressive marketing programs even 
though livestock market conditions as a 
whole may be considerably less than ideal. 

Your feed division forms a natural com- 
plement to the grain business. Grain pro- 
duced on prairie farms is either sold through 
the elevators or fed to livestock and the 
fortunes of both will fluctuate according to 
grain sales and prices, though usually not in 
the same direction. Stability in company net 
earnings is normally the result. 


Even though the prairie livestock industry 
is growing, of some concern to the directors 
of your Company is the recent growth of 
vertical integration — particularly in Alberta 
— where both feed facilities and the live- 
stock and poultry are under the same owner- 
ship. This feed market is almost impossible 
to retain. Being owned by farmers, your 
Company has never competed directly with 
farmers through ownership of livestock or 
poultry. 


The Seed Division 


The volume of seed sales generated by 
the federal government’s $10-an-acre forage 
diversion plan allowed the seed division to 
achieve a satisfactory net earnings position 
this year — the second best in its history. The 
nature of the seed busines$ entails a high 
labor overhead, and a major increase in sales 
volume has considerable influence on net 
earnings. 


United Grain Growers markets seed in 
Canada and overseas to some thirty coun- 


tries. Most forage seed is exported. Your 
Company owns plants at Edmonton and 
Winnipeg, and smaller plants in other parts 
of the prairies. The western region does most 
of its business in export markets while the 
Eastern Region primarily depends on domes- 
tic grain and forage seed sales. 


Most of the seed is bought on the open 
market — either at an outright or initial 
price — then processed and stored in ex- 
pectation of later demand that will allow a 
reasonable margin. Such is frequently not 
the case since there are often extreme fluc- 
tuations in the market due to weather and 
economic conditions. Because of the lack of 
proper hedging facilities, it leaves both the 
primary producer and your seed division 
vulnerable to fluctuating prices. 


Increasing interest by producers in grow- 
ing brome seed allowed your Company to 
purchase large lots of brome from western 
Canada, chiefly Saskatchewan, instead of 
depending mainly on U.S. supplies. Your 
Company purchased a large part of the 
Manitoba meadow fescue crop, though it 
must be noted this crop is a declining one 
and is being replaced by contract growing 
of foreign selections of meadow fescue. 
The red fescue crop, due to a dry fall and 
spring, was only about one-third the size of 
the crop harvested last year. There was a 
definite over-production of Alsike, Altaswede 
and sweet clover this year and, unless some 
cut in production is made, the price struc- 
ture for these crops is bound to collapse. 


Exceptionally large sales of Hercules du- 
rum, Betzes and Bonanza barley, rapeseed, 
alfalfa and brome were made on the domestic 
market this spring. 

United Grain Growers continued to con- 
tract for certain specialty crops. The con- 
tracts for increasing 20,000 pounds of Span 
rapeseed were smaller than intended since 
the Canada Department of Agriculture could 
not supply the 100,000 pounds requested. 
United Grain Growers also contracted for 
considerable quantities of yellow mustard, 
sunflowers, buckwheat and peas, a good part 
of which was pre-sold. 
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Steps taken by some countries, particularly 
the EEC, and some Canadian provinces, to 
limit or prohibit the sale of non-recom- 
mended varieties to their producers has been 
of some concern to your Company. Moves 
have been taken to grow such varieties 
under contract in Canada. Even though 
these crops might not be agronomically 
sound for western Canada, they can fre- 
quently be grown more economically here 
than where they are to be sold, and thus 
they offer prairie producers another crop al- 
ternative. 


The seed division continued its business 
arrangements with DeKalb AgResearch, Inc. 
Winter wheat hybrids were tested for 
the first time in this country near Lethbridge, 
and spring wheat hybrids will hopefully 
soon be put under test by your Company 
through independent government testing 
programs. In addition, United Grain Growers 


Seed Division and Technical Services staff of 
United Grain Growers and DeKalb AgResearch 
scientist, in southern Alberta, examining first 
hybrid winter wheat tests in western Canada. 
Hybrids are being compared to standard vari- 
eties for winter hardiness and yield. 


used the facilities of DeKalb increase nur- 
series in Illinois to expand the new high- 
yielding hybrid corn, Dawson M405. Limited 
quantities of this corn will be offered on the 
prairie market next spring. 


The outlook for seed sales this crop year 
shows considerably less promise than the 
past year, and expectations are that earnings 
will be down. 


Sudsidiary 
Companies 


The businesses reported on so far are con- 
ducted in the name of and as divisions of 
United Grain Growers Limited. There are 
also other lines of businesses which are more 
conveniently handled through wholly-owned 
subsidiary companies. Four subsidiaries 
were active during the year and three were 


U.G.G. personnel at DeKalb, Illinois, nursery 
inspecting corn hybrids with upright leaves 
which allow more light interception when grow- 
ing. United Grain Growers contracted with 
DeKalb AgResearch, Inc. to increase new corn 
hybrids adapted to western Canada. 


inactive, as they have been for a number of 
years. Each subsidiary has the same board 
of directors as United Grain Growers 
Limited, and the accounts are combined 
with those of the parent company in the 
Consolidated Financial Statements. 


The Grain Growers Export Company 
Limited 

This subsidiary is nominally active but did 
not transact any business. It allows your 
Company to keep in touch with shipping 
and market conditions. Since it does not re- 
quire a separate office or extra staff, main- 
tenance of this subsidiary does not add to 
Company operating expenses. 


United Livestock Feeds Limited 


This subsidiary deals in non-Board grain 
for its own account in addition to handling 
grain for the account of the Canadian Wheat 
Board. 


Customers who deliver to elevators in 
British Columbia are entitled to sell their 
grain, within the province, whether through 
the Canadian Wheat Board where quotas 
are observed, or as non-Board grain without 
quota restrictions, U.G.G. elevators in 
British Columbia consequently buy grain 
for the Canadian Wheat Board and for non- 
Board feed markets in the livestock areas of 
the province. 


It is convenient to keep transactions of 
grain handled for the Canadian Wheat 
Board separate from the handling of non- 
Board grains. Thus in British Columbia, as 
in the prairie provinces, the parent company, 
United Grain Growers, acts as agents for 
the Canadian Wheat Board and buys grain 
for that body. The subsidiary, United Live- 
stock Feeds Limited, buys non-Board grain 
as offered, and ships it forward as buyers 
want it. 

The year’s operations of United Livestock 
Feeds Limited produced moderate net earn- 
ings after payment to the parent company 
of regular charges for elevating and storing 
grain. 


The grain and feed system that farmers built 
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The Public Press Limited 


The Public Press Limited is a wholly- 
owned subsidiary which carries on a print- 
ing and publishing business. It prints and 
publishes Country Guide, Canada’s leading 
farm magazine. With a circulation of about 
300,000, Country Guide is the country’s 
recognized magazine authority on farm 
practice and agricultural policy. Specialized 
sections such as Hog Guide, Dairy Guide, 
and the proposed Crops Guide and Corn-Soy 
Guide, give increased depth to the magazine 
and bring in additional revenue. The Public 
Press also prints and publishes Cattlemen, 
Canada’s national beef cattle magazine. 


The Public Press Limited prints a con- 
siderable volume of material for the general 
public. The plant and offices are housed in 
a leased building on Ellice Avenue in 
Greater Winnipeg. 


The general decline of business in western 
Canada continued to hurt the job printing 
business of Public Press this past fiscal year. 
However, authority has been given to pur- 
chase a web offset press and to modernize 
other printing equipment. The results will 
greatly enhance the competitive position of 
the Public Press and will at least double 
their speed of printing and produce quality 
of color printing second to none in Canada. 
A restructured management will give added 
emphasis to the printing end of the business. 


Advertising revenue of Country Guide 
picked up during the last quarter of the 
fiscal year but, combined with the loss in 
job printing, caused a net loss for Public 
Press Limited. Even the extensive advertis- 
ing in Cattlemen, enjoying the effects of 
the expansion in the beef cattle industry, 
failed to offset the loss. 


With the introduction of new printing 
facilities, and an outlook for increased 
advertising during the current year, the 
future for a better earning situation appears 
promising. 


U.G.G. Insurance Agencies Limited 


In light of government entry into the 
automobile insurance field in two of the 
three prairie provinces, the decision by the 
directors of your Company to sell this 
agency's portfolio in 1970 proved an oppor- 
tune one indeed. On January 1, 1971, the 
Continental group of Insurance Companies 
took over the sub-agency business of the 
company. The sale price was finalized at 
$189,000. 

U.G.G. Insurance Agencies Limited con- 
tinues to be a wholly-owned subsidiary 
carrying on a general insurance business 
where it acts as agent and broker for general 
insurance companies. 

In addition to serving the needs of the 
parent company and its subsidiaries, it pro- 
vides direct service for the public through 
its offices at Winnipeg and Calgary. With 
few people involved in operations, overhead 
is low. This subsidiary earned a modest net 
profit during the past fiscal year. 


United Feeds Limited 


As described under the section dealing 
with operations of the feed division, the 
status of United Feeds Limited has changed 
from that of an associated company to a 
wholly-owned subsidiary, since 50 per cent 
of its shares were purchased from United 
Farmers of Alberta Co-operatives. 

At a meeting of the directors of United 
Feeds Limited in March, 1971, 1,000 com- 
mon shares of the capital stock of United 
Feeds Limited were transferred from United 
Farmers of Alberta Co-operative Limited to 
United Grain Growers Limited. The board 
of directors of United Grain Growers, as is 
the case with other subsidiaries, are the 
directors of United Feeds Limited. 

This subsidiary owns 8 feed mills, all 
located in Alberta. Volume of feed sales in- 
creased 48 per cent and a satisfactory in- 
crease in net earnings was achieved. 


Inactive Subsidiaries 


United Grain Growers owns two sub- 
sidiary companies no longer required for the 


purpose for which they were incorporated. 
Their charters have been preserved in case 
occasion should arise to reactivate them for 
some advantage. United Grain Growers 
Terminals Limited is such a subsidiary. It 
formerly operated the terminal elevators at 
Thunder Bay. This subsidiary has been in- 
active for some years. The other subsidiary 
is the Country Guide Limited, whose former 
function of publishing Country Guide has 
for some years been assumed by The Public 
Press Limited. 


Associated Company 


In addition to businesses conducted either 
through divisions of United Grain Growers 
Limited and its subsidiaries, your Company 
has also found it convenient to be a joint 
owner of associated companies. The general 
advantage of such an arrangement is it 
allows pooling of resources from several 
companies. As United Feeds Limited is 
now a wholly-owned subsidiary, United 
Grain Growers is joint owner of one as- 
sociate company: XCAN Grain Ltd. 


XCAN Grain Ltd. 


XCAN Grain Ltd. is owned equally by 
your Company, Alberta Wheat Pool, Sas- 
katchewan Wheat Pool and Manitoba Pool 
Elevators. The function of XCAN is to sell 
western Canadian grain on world and 
domestic markets. 

This associated company was formed in 
February, 1970, when the four principals 
subscribed and paid for 1,000 shares at par 
value of $100 each out of total authorized 
capital of $1 million. In addition, advances 
were made to allow rapid expansion of the 
new company. 

The initial penetration of the European 
market was made through Powell Union in 
London after XCAN purchased the shares 
previously belonging to K. A. Powell Canada 
(1966) Ltd. totalling 48 per cent of the out- 
standing shares in this company. The other 
52 per cent is owned by the large British 
flour millers, Rank, Hovis, and McDougal. 
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Later XCAN commenced working through 
agents in Rotterdam and Hamburg by the 
name of Eurograin, the agency of a very 
large number of European co-operatives. 
Through these two channels, XCAN now 
covers the whole of Europe. 


In January, 1971, XCAN opened a Van- 
couver office. This gave it access to the 
huge markets in Asia, particularly Japan 
whose requirements for wheat, feed grains 
and oilseeds are enormous. XCAN has also 
been studying the Caribbean, Central and 
South American markets with a view to 
increasing the use of Canadian wheats by 
the flour mills located there. 


For practical purposes, the operations of 
XCAN Grain Ltd. did not begin until July, 
1970, and in the past fiscal year volume of 
sales exceeded expectations of the four prin- 
cipals. XCAN also returned a modest net 
profit whereas a loss was projected for the 
early years of the company’s existence. 


International trade in grain is a very 
specialized and highly speculative business 
where positions, either long or short, are 
essential if any volume is to be achieved. 
Further, it is a most difficult business in 
which to compete with the international 
firms who have a great many years of ex- 
perience behind them, an international net- 
work of their own offices covering all parts 
of the world, and an enormous supply of 
funds. 


The start of the operations of XCAN came 
at a most fortuitous time due to the existence 
of a good demand for wheat and feed grains 
as a result of unfavorable climatic con- 
ditions in several parts- of the world, par- 
ticularly causing a substantial drop in 
production in European countries. This com- 
bination of circumstances caused the de- 
mand for Canadian agricultural commodities 
to far exceed normal requirements and pro- 
vided XCAN with an opportunity to par- 
ticipate in a substantially increased volume. 

The 1971 crops harvested in the United 
States, Europe and other places, however, 
have increased tremendously and a con- 


sequent reduction in the demand for Cana- 
dian grains appears inevitable. XCAN man- 
agement therefore anticipates that the cur- 
rent fiscal year will be a great deal more 
difficult than that just passed, and that both 
volume and profits of the past year will be 
difficult to surpass. It is nevertheless their 
intention to compete to the maximum extent 
in an effort to merchandise as large a volume 
of prairie grains as possible. 


Farm Organization Grants 

Your Company continued this year its 
long-established policy of giving financial 
support to other farm organizations. It con- 
tributed to the Canadian Federation of Agri- 
culture, a federation of farm organizations, 
and as an interprovincial member is repre- 
sented on its Board of Directors. As a direct 
member, your Company also supported the 
Federation of Agriculture in Saskatchewan 
and British Columbia, the Farm Bureau in 
Manitoba and Unifarm in Alberta. 


Your Company also supported, with per- 
sonnel and money, activities carried on 
by 4-H groups. Grants and scholarships for 
attendance of young people at institutions 
and courses for agricultural education were 
continued. 


The Grain Grower 

Your Company's farm business digest The 
Grain Grower continued to attract new 
readers. Its reputation and usefulness are 
attested by the number of new subscribers 
it attracts, and the number of readers who 
renewed their subscriptions during the year. 
All agricultural extension personnel of the 
prairie provinces and many vocational agri- 
cultural colleges and Department of Man- 
power and students are paid subscribers to 
this service. The Grain Grower accepts no 
advertising. 

In the nine years during which it has been 
published, it has performed a useful service 
to western agriculture, helping cement the 
bond between the Company and its cus- 
tomers and the whole agricultural com- 
munity. 


International Wheat Agreement 


A new International Wheat Agreement 
entered into force on July 1, 1971. The new 
Agreement has two conventions: One for 
wheat marketing (Wheat Trade Convention) 
and one for food aid (Food Aid Convention). 

The member countries of the Wheat Trade 
Convention include one important new ex- 
porting member, the U.S.S.R. New importing 
members include Brazil, the Republic of 
China, Panama and Syria. 


The new Agreement differs significantly 
from previous agreements in that there were 
no obligations on minimum and maximum 
prices, and no obligations on quantities to 
be sold or purchased. 


The three main features of the new pact 
are summarized as follows: 

“1. It maintains the International Wheat 
Council in being as a forum for international 
consultation and co-operation, and as an 
agency for the collection and dissemination 
of information on the world wheat situation. 

“2. It provides for a continuous review of 
the world wheat market situation, through 
the medium of a new committee — the 
Advisory Subcommittee on Market Con- 
ditions. 

“3. It provides that the Council shall at 
an appropriate time examine the question 
of prices and related rights and obligations, 
and when it is judged that these matters are 
capable of successful negotiation with the 
object of bringing them into life within the 
life of the convention, that the Council 
shall request the secretary-general of the 
United Nations Conference on Trade and 
Development to convene a negotiating con- 
ference.” 

Thus the Agreement provides for consul- 
tation in the event of actual or threatened 
market instability, including price fluctua- 
tion, to seek ways to arrive at mutually 
acceptable solutions. Provision is also made 
to renegotiate an agreement containing price 
provisions when the International Wheat 
Council believes such a negotiation can be 
successful. 

Commitments under the Food Aid Con- 


vention are about four million metric tons 
a year — a decrease from 4.3 million tons in 
the 1967 convention. Canada’s contribution 
remains the same at 495,000 metric tons (183 
million bushels). 

Both the Wheat Trade Convention and 
Food Aid Convention remain in force until 
June 30, 1974. 

At the first Council session under the new 
IWA, in June, 1971, the current situation and 
short-term outlook for wheat were discussed. 
Among the findings were the following: 

“Certain potentially important influences 
on the world wheat market might be dis- 
cerned. It seemed likely that the course of 
the market during the 1971-72 crop year 
would be specially influenced by two oppos- 
ing factors. 

“The first was the potential for larger 
wheat crops which could result in lower 
import demand and a more competitive 
market. 

“The second was the possibility of further 
problems in maize production which could 
affect the market for soft wheat. 


“The ultimate trend of the market would 
be determined by the stronger of the two.” 


This outlook picture seems to have altered 
in no way. Large wheat crops and inven- 
tories exist in all major exporting countries 
and the U.S. corn crop is a record. Both will 
put extreme downward pressure on Cana- 
dian wheat and export barley this current 
year. 

The directors of United Grain Growers, 
and, indeed, most people in Canada con- 
cerned with grain marketing would like to 
see a pricing schedule for wheat which would 
win the genuine acceptance of all wheat 
trading countries. They would be reluctant, 
however, to adopt pricing schedules as under 
the former IWA where prices bore little re- 
lationship to world wheat inventories and 
Canadian grades were used as the umbrella 
benchmark for other countries to underprice. 
Except for a few farm organizations in that 
country, the United States shows little in- 
clination to adopt a maximum and minimum 
pricing schedule under the present TWA. 
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Grain Exports 


Canadian grain and oilseed exports to 
oversea destinations and the United States 
totalled a record 671.7 million bushels 
during the 1970-71 crop year. The previous 
high was recorded in the 1965-66 crop year 
when Canada exported 635.6 million bushels. 

Shipments of barley and rapeseed set all 
time high records while exports of flaxseed 
were second only to the 1956-57 record. 


Canada exported 434.1 million bushels of 
wheat and flour. This represented 90 million 
bushels more than the 345 million bushels 
exported the previous year. Wheat clear- 
ances of 409.4 million bushels were the 
heaviest volume moved since the 1966-67 
crop year when 482.7 million bushels were 
exported. 

Exports of barley reached an all time high 
of 172.2 million bushels. This was more than 
double the amount exported the year before 
and some 53 million bushels more than the 
previous record clearance of 118.9 million 
bushels established in 1952-53 crop year. 
Twenty-five countries bought Canadian 
barley in 1970-71 compared to seventeen the 
previous year. 

Exports of oats amounted to 13.1 million 
bushels compared to 4.8 million bushels the 
previous year. This represents the highest 
level exported since the 1965-66 crop year. 


Rapeseed exports of 46.8 million bushels 
exceeded all previous records. This was 
more than double the 22.2 million bushels 
exported during the previous crop year. 


Flaxseed exports of 21.2 million bushels 
was second only to the 21.6 million bushels 
record established in 1956-57. 

Exports of rye amounted to 8.9 million 
bushels, and was the best since the 1966-67 
crop year when 10.0 million bushels were 
exported. 

Asian markets purchased 188.5 million 
bushels of wheat and continued to account 
for the greatest percentage of our wheat 
exports—46 per cent. 

The Peoples Republic of China with pur- 


World Exports of Wheat and Wheat Flour 


chases of 88.3 million bushels was Canada’s 
number one wheat market for the third con- 
secutive year. Britain remained Canada’s 
second largest market with imports of 63.5 
million bushels, while Japan with 39.9 mil- 
lion bushels was Canada’s third largest 
market. 


New Grain and Farm Policies 


The past year saw introduced a bewilder- 
ing number of policies concerned with 
marketing. Brief mention of some of the 
more significant follows: 


New Grading System. Under the new 
Canada Grain Act, fewer grades of Hard 
Red Spring Wheat, and protein segregation, 
have been introduced. In the current crop 
year, only the new grade, No. 1 Canada 
Western Red Spring Wheat, will be in effect. 
Guaranteed protein levels are being offered 
on the export market but no producer pro- 
tein segregation is in effect. In 1972, two 
more new Hard Red Spring Wheat Grades 


and new Feed Wheat grades will be intro- 
duced; possibly a year later, protein segre- 
gation at the shipping point level will be 
introduced. 

The directors of United Grain Growers in 
their submissions to government concerning 
the revised Canada Grain Act pressed for 
a grading system reflecting guaranteed pro- 
tein levels on the export market and a 
smaller number of milling grades. 


Discontinuance of PFAA. In April, 1971, 
the federal government announced legisla- 
tion to terminate the PFAA levy after July 
31, 1971. The PFA Act was passed in 1939 
as a measure to provide assistance to Prairie 
farmers suffering a crop failure. With the 
greatly improved forms of crop insurance 
now available, and presuming such will be 
provided to all Prairie farmers, the directors 
of United Grain Growers approve this 
change. 


New Quota System. This current year, a 
quota system based on the acres a farmer 
assigns, out of his total cultivated acreage 
plus forage crops, rather than actual seeded 
acres, will form the quota acreage base. It 
replaces the unit quota and specified acreage 
system. Non-cumulative quotas, and a quota 
system for specialty markets which elimin- 
ates selling to a specialty market and the 
regular market off the same quota base, have 
also been introduced. The directors of 
United Grain Growers generally approve of 
the new quota system since it offers better 
inventory control of prairie crops while still 
preserving most of the features of equality 
of delivery opportunity. 


Rapeseed, Flax, Rye Under Wheat Board. 
A special Bill enabling producers to vote 
on placing rapeseed, flax and rye under the 
jurisdiction of the Canadian Wheat Board 
was introduced this past year. The Bill re- 
ceived First Reading in the last session of 
the House. 


The directors of United Grain Growers 
propose no support or resistance to this Bill, 
preferring to provide their support to the 
growers of these commodities. Except for 


favoring an optional pooling arrangement 
and a plebiscite of actual experienced pro- 
ducers, the directors of your Company would 
like to see this matter settled on economic 
rather than philosophical grounds. They feel 
this decision can best be made by actual pro- 
ducers of the commodity concerned rather 
than organizations who are not necessarily 
producers of the commodity. This is quite in 
line with long-established policy repeatedly 
approved by the delegate body at former 
annual meetings. (See Local Board Hand- 
book, page 8: “United Grain Growers accepts 
the concept of producer-controlled market- 
ing boards as long as only the producers of 
the particular commodity concerned select 
that method of marketing . . .”) 


Farm Products Marketing Bill. The intro- 
duction of Bill C-176 which, through govern- 
ment councils and agencies, would give the 
cabinet power to control the volume of prod- 
ucts each province would produce and to 
decide which producer shall have the right 
of producing, was resisted by the directors 
of United Grain Growers. The Bill did not 
receive Third Reading at the last session of 
Parliament. 


In a brief to the Standing Committee on 
Agriculture, the directors emphasized three 
major limitations of the Bill: (1) it possessed 
powers to limit Prairie farmers’ production 
of meat — fed on the lowest cost energy in 
this. country; (2) it empowered the govern- 
ment rather than the individual to decide 
who should keep livestock and who should 
not; and (3) at a time when other farm 
policies were aimed at freeing the movement 
of grain and letting the market decide who 
should produce, it introduced a counter 
policy which could let ballots rather than 
cost of production decide which region and 
which farmers could produce. 


Grains Stabilization. So much rhetoric has 
surrounded the attempted passage of Bill 
C-244, it is difficult to separate reality and 
fantasy when considering the Bill. Initiated 
as a measure to control inventory by re- 
warding those who grew and sold the crops 
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that marketed the best, it ended up being 
discussed as a kind of crop insurance pro- 
gram with a $100 million giveaway tied to 
passage of the Bill. 


The directors of your Company do not 
object to the phasing out of the Temporary 
Wheat Reserves Act since the Canadian 
Wheat Board has indicated it needs no more 
than 200 million bushels of wheat in com- 
mercial storage to satisfactorily meet its 
commitments. Also, they would like to see 
government assistance to farmers made 
directly to farmers rather than through an 
intermediary or in an indirect manner. 


The directors of United Grain Growers, 
if Bill C-244 is reintroduced, feel this: (1) 
outstanding temporary wheat reserve pay- 
ments owing should be paid since wheat 
growers grew and sold their crops on the 
understanding that these payments would 
be made; (2) the Stabilization Bill should 
not artificially interfere with markets or in- 
ventories of grain; (3) the Bill, should have 
built into it a factor to compensate for in- 
flation; (4) a separate Bill, incorporating 
support to farmers’ net income, should be 
drawn up, rather than attempting to make 
one Bill act as a crop-market insurance pro- 
gram on one hand and as an income support 
program on the other; and (5) the $100 mil- 
lion payment or portion thereof, should be 
made to producers as a measure to increase 
cash income during these difficult times. 


Conclusion 


This report shows that United Grain 
Growers is strong in financial resources and 
assets, and is continuing to grow in strength. 
In view of the difficulties which the year 
presented to producers and most other parts 
of the industry, the results are especially 
gratifying. 


The Directors wish to acknowledge your 
Company’s source of strength: The farm 
people who own United Grain Growers, the 


customers who use the Company’s services 
and the people who work in its elevators, 
plants and offices. The Directors pay tribute 
to the work of members and directors of 
U.G.G. Locals; their guidance in farm policy 
matters and watchful eye over local business 
conditions contributed to the influence of 
United Grain Growers. 


For 65 years Prairie farmers have owned 
this organization. Their desire to do business 
with a company they own and control and 
their insistence on the highest standards of 
service are what has made your Company 
what it is today. 


The serious difficulties Prairie farmers 
face will not vanish this year. Wheat ex- 
ports will be in the neighborhood of 400 
million bushels, chiefly due to good sales to 
China and the U.S.S.R., however, the price 
is around that of the late 1950's; barley sales 
could exceed 200 million bushels but the 
enormous U.S. corn crop has kept and 
will keep prices near or below the initial 
price; hog prices were the worst in a decade 
this past year and, even though the picture 
has brightened, the outlook shows few signs 
that prices will reach the $30 mark. 

Despite this poor price projection, much 
of the short-term debt load has been wiped 
out. The cash flow of Prairie farmers will 
show improvement this year. However, the 
inflationary aspects of the economy — taxes, 
machinery, all consumer goods — will dimi- 
nish much of the cash-flow benefit. Young 
people — young farmers who already were 
actively farming — will continue to leave the 
land. Others, chiefly older people who can- 
not sell or even rent their land, will be 
forced to work another year at a profession 
that offers them little reward, not even hope. 

Politics is the art of the possible. While 
the Ministers responsible for creating a 
healthy environment for Prairie agriculture 
have earnestly tried to improve the lot of 
grain farmers, chiefly through eliminating 
tired and purposeless policies that added to 
the costs of marketing grain, such was not 
always to be. The facts of life dictate that 
Prairie farmers get only so much help from 


a federal government dominated by Eastern 
interests. Just as the facts of life are that 
opposition political parties, if they want to 
form a government — and they do — some- 
times mischievously resist policies that might 
help farmers. 

This past year saw the unique situation 
where farm organizations worked as much 
with opposition parties as with the govern- 
ment, and where organized farmer com- 
modity groups asked the opposite of general 
farm organizations. Farm people, caught in 
the midst of the debates and misstatements, 
were understandably confused and _ sus- 
picious of change itself. 

Western Canadian farmers have always 
depended on their land and skills to see 
them through difficult times. Crops can be 
grown here as efficiently as anywhere else 
in the world and Prairie farmers can hold 
their own in world markets against any fair 
competition. But the competition is not 
fair. While sales volume is quite satisfactory, 
low grain prices and inflated expenses will 
not allow as many farmers to stay in business. 


The overriding concern of governments 


this year must be policies that will directly 
support farm prices or net income as a sup- 
plement to Wheat Board prices. At the same 
time continuing action must be taken to re- 
duce cost factors that, penny-by-penny, 
erode the net price per bushel. 


The marketing picture now and in the 
future emphasizes the importance of your 
Company’s grain handling facilities. Grain, 
once harvested, must be handled speedily 
and at the lowest cost possible as soon as 
sales opportunities develop. The facilities 
and services your Company provides, and 
the influence you bear through concerted 
action in farm policy matters, are likely long 
to be essential to the well-being of western 
Canadian farmers. 


ae) 
ao arg 


President. 


Winnipeg, Manitoba 
November 3, 1971. 
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Consolidated Balance Sheet 


July 31, 1971 


ASSETS 


Marketable securities, at cost (note 2) 
(Approximate market value - $1,206,000; 1970—$967,000) 


Accounts and accruals receivable (note 2) 
Inventories (notes, 2-and 3) yo...) ee 


Prepaid expenses <n 


OTHER 


Loans receivable, securéd «5... 2 


Other-investments (note 4)... 4. 2 Bee 


FIXED 


Properties,.at. cost (note:5) =.) 2 ee eee 


Accumulated:depreciation.- 42. eee 


Approved by the Board: 


A rs os Director 
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$ 318,000 


1,062,000 


9,204,000 
70,341,000 


910,000 


$ 81,835,000 


$ 342,000 


250,000 


$ 592,000 


$ 63,658,000 


27,112,000 


$ 36,546,000 


$118,973,000 


1970 
Comparison 


$ 455,000 


952,000 


7,042,000 
79,025,000 
788,000 


$ 88,262,000 


$ 339,000 
892,000 


$ 1,231,000 


$ 59,517,000 
24,904,000 


$ 34,613,000 


$124, 106,000 


United Grain Growers Limited 
and Subsidiary Companies 


$118,973,000 


LIABILITIES 
1970 
CURRENT Comparison 
Bariksloans ssecurcds (M0te: 2) on ess oe cce etc ee $ 40,250,000 $ 47,650,000 
Sy ELEY ATS omen en i ees 8,508,000 7,351,000 
Unpresented cheques and grain cash purchase tickets _..... 13,193,000 16,442,000 
Aceconntsmandwacctuals payable yer. 23 ee 4,880,000 4,149,000 
Income and other taxes accrued _._.. 873,000 854,000 
Dividend to shareholders payable September 1, 1971 __..... 391,000 435,000 
Current maturities of long-term debt ___..._-...------.--------- 2,290,000 2,503,000 
$ 70,385,000 $ 79,385,000 
Lonc-TERM 
PT OUNSsOrymOtese MOtCsO ya 2 ee $ 6,535,000 $ 4,972,000 
Purchase agreement maturing $118,000 annually to 1995 __. 2,708,000 2,825,000 
Patronage dividends 
Debentures and credits due May 15 annually (note 6) __. 6,762,000 6,755,000 
Provision for allocation on 1970-71 grain receipts _......._.. 1,200,000 1,080,000 
$ 17,205,000 $ 15,632,000 
DEFERRED TAXES ON INCOME $ 6,477,000 $ 6,190,000 
SHAREHOLDERS’ EQUITY 
CapiTaL Stock (note 7) 
Class A non-voting redeemable preferred shares callable 
at $24, par value $20 each 
Authorized 550,000 shares; Outstanding 325,719 shares __... $ 6,515,000 $ 6,150,000 
Class B (membership) shares par value $5 each 
Authorized 200,000 shares; Outstanding 56,029 shares __.... 280,000 275,000 
$ 6,795,000 $ 6,425,000 
RETAINED EARNINGS 
PROURODIAtCOc 6 DECAL eet meee | aa! eee ey he ay kD 3,250,000 8,250,000 
A O75 11o a2) ene neee eee ON een. C1 eee 8,000,000 3,000,000 
APY OVI LeU ae ae ech es Ne ee es 11,861,000 10,224,000 
$ 24,906,000 $ 22,899,000 


$124, 106,000 
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Consolidated Earnings 
For the Year Ended July 31, 1971 


Operating revenues? eee 
Income from investments, net —.......---- 


Operating, general and administrative 


expenses, including: 1971 
Interest on long-term debt ... $ 977,000 
Remuneration of directors 

and officers (note 8) _._........ 231,000 
Depreciation: 2 2,162,000 


Earnings before the undernoted __.... 
Provision for patronage dividend 


Provision for taxes on income 


including $370,000 deferred (1970 - $350,000) 


Net earnings from operations ___.....___. 
Gain on property disposals (note 9) 


1970 
$ 797,000 


200,000 
1,949,000 


Proceeds on disposal of insurance sub-agency business ____. 


Net, earnings! for the..vears.2 ee 


Balance at beginning Of year = ees 
Netvearnings forsthesyear 4. 


DeEDUCT: 


Dividend of 6% declared on Class A shares 
Dividend of 6% provided on Class B shares 


Balancesatend :ofvveatase 


$ 35,835,000 
109,000 


$ 35,944,000 


31,220,000 


$ 4,724,000 


_ 1,200,000 


$ 3,524,000 


1,840,000 


$ 1,684,000 


307,000 
54,000 


$ 2,045,000 


Consolidated Retained Earnings—Unappropriated 
For the Year Ended July 31, 1971 


$ 10,224,000 
2,045,000 


$ 12,269,000 


$ 391,000 
17,000 
$ 408,000 


$ 11,861,000 


1970 
Comparison 


$ 32,681,000 
14,000 


$ 32,695,000 


29,640,000 


$ 3,055,000 
1,080,000 


$ 1,975,000 


1,030,000 


$ 945,000 
1,026,000 
135,000 


$ 2,106,000 


1970 
Comparison 


$ 8,502,000 
2,106,000 


$ 10,608,000 


$ 369,000 
15,000 


$ 384,000 
$ 10,224,000 


Consolidated Source and Use of Funds 


For the Year Ended July 31, 1971 


SOURCE OF FuNDS 


ODeTatOnS ¢ een 
Issue of promissory notes ... 


Issue of capital stock 


UsE oF FuNpDs 


Capital expenditures for properties, net _...............---.-------- 


Investment in associated companies __................--.------------- 


Retirement of long-term debt 


First mortgage bonds __... 


Promissory notes ___......... 


Ratronage dividends liabilitiess: 2.00.28 ee 


Shareholders’ dividends ....... 


Increase in working capital __. 


Working capital at beginning of year _ 


Working capital at end of year 


$ 5,447,000 


1,900,000 
13,000 


$ 7,360,000 


$ 1,722,000 
278,000 


1,515,000 
715,000 
408,000 
150,000 


$ 4,788,000 


$ 2,572,000 


8,878,000 


$ 11,450,000 


1970 


Comparison 


$ 4,623,000 


2,000,000 
16,000 


6,639,000 


1,275,000 
350,000 


2,020,000 
590,000 
75,000 
384,000 

(25,000) 


5,369,000 


1,270,000 
7,608,000 


8,878,000 


Notes to Financial Statements 


1. PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include all subsidiary companies, all of which are 
wholly-owned. United Feeds Limited, in which the Company previously had a 50% interest, 
became a wholly-owned subsidiary; consequently, its assets and liabilities as at July 31, 1971 
and its results of operations for the 1971 fiscal year are included in these consolidated finan- 
cial statements. 


2. Bank LOANS 

Inventories, accounts receivable and marketable securities have been pledged as security 
for the bank loans. 
3. INVENTORIES 


Inventories consist of: 


1970 
Comparison 
Stocks of wheat, oats and barley on 
basis of purchase prices set by the 
Canadian Wheat Board and stocks of 
other grains, which are fully hedged, 
on basis of market quotations, plus 
handling costs $66,964,000 $75,865,000 
Farm supplies, seeds and feeds, etc., at 
cost 8,377,000 8,160,000 
$70,341,000 $79,025,000 
4. OTHER INVESTMENTS 
Other investments consist of: 
1970 
XCAN Grain Ltd. SOS 
Common shares, at cost $ 25,000 $ 25,000 
Advances 225,000 75,000 


United Feeds Limited (note 1) 
Common shares — = 
Advances — 792,000 
Sundry shares and memberships, 
at nominal value — = 


$ 250,000 $ 892,000 


The Company has a 25 per cent interest in XCAN Grain Ltd. and has representation on 
its board of directors. The Company’s share of earnings of XCAN since its incorporation in 
36 1970 is not a material amount and has not been taken up in these financial statements. 
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5. PROPERTIES 
Properties consist of: 1970 
Comparison 


Country elevator properties, feed plants, 
seed cleaning plants, warehouses, 


sheds, etc. $43,920,000 $40,599,000 
Terminal elevator properties 16,351,000 15,809,000 
Printing plant equipment 1,183,000 1,186,000 


Miscellaneous equipment, including 
vehicles, office furniture and 
equipment 2,204,000 1,923,000 


$63,658,000 $59,517,000 


At July 31, 1971 the Company is committed to a capital expenditure of $700,000 for 
terminal elevator air pollution control equipment. 

The Company and its subsidiaries are lessees of office premises and equipment, various 
storage facilities and sites, a printing plant building, country housing for employees, and 
licensed vehicles, under leases with terms ranging up to twenty-five years, involving current 
minimum annual rental payments of approximately $900,000. 


6. Lonc-TerM Dest Patronage Dividend 


Promissory notes and patronage dividend Promissory Debentures and 

debentures and credits mature in each of the Notes Credits 

fiscal years as follows: 
1973 $ 2,965,000 $ 523,000 
1974 955,000 477,000 
1975 927,000 453,000 
1976 594,000 420,000 
1977 287,000 386,000 
1978 to 1981 807,000 — 
1978 to 1986 _ 4.503.000 

$ 6,535,000 $ 6,762,000 


7.  CapiraL Stock 

During the year ended July 31, 1971, 18,205 Class A shares were issued at a price of 
$20 per share; 17,880 of these shares were issued in exchange for patronage dividend credits. 
Under the terms of issue, Class B shares can be purchased and re-issued; transactions during 
the year resulted in a net increase of 1,036 shares in the total outstanding. 


8. REMUNERATION OF DIRECTORS AND OFFICERS 

During 1971 the Company paid remuneration of $28,000 to eleven of its directors in 
their capacity as directors, and remuneration of $203,000 to its nine officers in their capacity 
as officers. One of the officers is also a director of the Company. 


9. Gartn on Property DisPosALs 
A gain of $357,000 (1970 - $962,000) resulted from the sale of 15 country elevators at fair 
market prices under a rationalization exchange program with other grain elevator companies. 
Under the program 15 country elevators were purchased at similar prices. 37 
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To the Shareholders 


United Grain Growers Limited 


We have examined the consolidated balance sheet of 
United Grain Growers Limited and subsidiary companies 
as at July 31, 1971, and the statements of consolidated 
earnings, retained earnings and source and use of funds 
for the year then ended, and all our requirements as 
auditors have been complied with. Our examination in- 
cluded a general review of the accounting procedures 
and such tests of accounting records and other support— 
ing evidence as we considered necessary in the circum- 
stances, 

In cur opinion these consolidated financial state- 
ments present fairly the financial position of the 
companies as at July 31, 1971, and the results of their 


operations and the source and use of their funds for the 


year then ended, in accordance with generally accepted 


accounting principles applied on a basis consistent with 


Ji, Whethen be 


Chartered Accountants 


that of the preceding year. 


General Information 


Charter and Capital Stock 


United Grain Growers Limited was in- 
corporated in 1906 under a Manitoba 
Charter and reincorporated in 1911 under an 
Act of the Parliament of Canada. This Act, 
with amendments passed on six different oc- 
casions, remains the Company's Charter. 


Authorized capital of $12,000,000 in 
550,000 Class “A” shares, par value $20 each 
and 200,000 class “B” shares par value $5 
each are authorized. Class “A” are non- 
voting, non-cumulative preference shares, 
callable in whole or in part at $24 per share, 
ranking in winding up pari passu with Class 
“B” shares. Owners of Class “A” shares are 
entitled before any other dividends are paid 
to a dividend to the extent earned, of 5 per 
cent per annum. 


Under a Charter amendment in 1966, ad- 
ditional dividends on Class “A” shares may 
be declared at the rate of % of 1 per cent 
per annum up to a total of 1% per cent out 
of the profits for any year if provision is 
made for dividends for Class “B” member- 
ship shares for the same year at not less 
than the total rate for Class “A” shares. 
Such additional dividends at the rate of 1 
per cent per annum, bringing the yield to 
6 per cent per annum, have now been paid 
in five successive years, 1966-70 inclusive. 
Class “A” shares may be held by anyone, 
but not more than 2,500 by any one person. 
While no voting rights attach to Class “A” 
shares, most holders have voting rights 
through owning Class “B” shares. 


Issue and transfer of Class “B” member- 
ship shares is subject to approval of the 
Board of Directors. This is done to limit 
holding to western Canadian farmers. Not 
more than 25 may be held by one person. 
They may be purchased and reissued by the 
Company provided that at no time may it 


hold more than 10 per cent of the shares 
issued. 


Holders of Class “B” shares are organized 
in some 326 shareholders’ Local Boards, in 
which each Member casts one vote. Each 
Local Board elects a Delegate to annual 
and general meetings, and expenses of Dele- 
gates in attending are paid by the Company. 
Control of the Company by its farmer- 
membership is exercised by this Delegate 
system. Delegates and directors must hold 
a Class “B” share and an investment of not 
less than $25 in shares of the Company. 


Of the 12 directors, 4 are elected each 
year for a 3 year term. By-laws require 3 
directors to come from Manitoba, 4 from 
Saskatchewan, 4 from Alberta south of the 
Peace River District and 1 from either the 
Alberta or British Columbia Portion of the 
Peace River District. 


Patronage Dividends 


Patronage dividends on grain deliveries 
during the 1952 to 1966 crop years were 
paid in debentures, each bearing 15 coupons 
to cover principal and interest, cashable 
annually. On grain deliveries during the 
crop years ending 1967, 1968, 1969 and 
1970, patronage dividends were paid in cer- 
tificates of indebtedness, redeemable in 1983, 
1984, 1985 and 1986, bearing interest at 4 
per cent. These certificates for the 1967 to 
1969 crop years could be applied at the 
holders’ option which terminated July 31, 
1971, in payment for Class “A” shares at 
par value of $20 per share. Holders so ap- 
plied them to the extent of $1,076,000. 


The amounts and method of payment of 
patronage dividends in the past have de- 
pended to some extent on certain provisions 
of the Income Tax Act. The federal govern- 
ment’s Bill C-259 proposed major revisions 
of the Act, including taxation of co-opera- 
tives. While it appears that the proposals 
would not materially affect the company, 
any new tax legislation could influence future 
patronage dividend policy. 
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Financial 1971 1970 
Operating) revenues sas os eee $ 35,835 $ 32,681 
Netxearningy iene per lee eee ares ae ce ees 2,045 2,106 
Worlkine ey pst, Oe ; 15, tal ae ec ee 11,450 8,878 
Capital expenditures—net a Pe ee es . 122 1,275 
Total ene in, fixed cassets:ttm este ace ee ee 63,658 59.517 
Accumulated depreciation on capital assets __-___-....-- 27,112 24,904 
Paidaup, share <caypita |) ic te eee eee 6,795 6,425 
Shareholders? sequityq-se. 2-2 se eh ee ee ee 24,906 22,899 
Cumulative total of Vrcnoles dividends =.= ae. 11,599 11,208 
Cumulative total of patronage dividends 

including’interest thereoin cee ee eee ae ee 26,131 24,728 
Statistical 
Country Handle ta brishels = 242 oe" Se eer ere 121,000 102,000 
Elevator storage capacities—in bushels 

Country 22 ee 66,315 66,590 
Hegel ees ; emer ee en ee er ee eee 16,645 16,645 
Number of points where country elevators are operated _... 534 546 
Total elevators ccc gs ee ee 813 825 
Number: of employeesixa 325 52 OU See ee eee 1,956 1,801 
Numbér :of “shareholdetsai 2 222 ee ees a3 58,063 56,142 
Number of Res an en locals in ee ee és 326 331 


1969 


$ 31,068 


1,336 


7,608 
1,810 
58,382 
24,057 
5,952 
20,704 


10,773 


23,411 


94,000 


65,675 


16,645 


586 
837 
1,865 
54,737 
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1968 1967 1966 1965 1964 1963 1962 
(000s) 
5 27,045 $ 26,584 $ 25,272 $ 21,677 $ 22,362 $ 20,627 $ 21,384 
978 1,521 1,482 600 768 401 258 
7,617 8,491 9,042 9,141 8,862 8,178 6,422 
6,096 6,067 2,756 2,100 2,432 1,601 1,317 
56,438 50,541 44.839 42,080 40,198 38,041 39,962 
22,516 2LAT7 20,043 18,624 17,501 16,497 16,832 
5,671 5,329 4,813 4,810 4,808 4,813 4,819 
19,444 18,464 16,746 13,451 13,340 12,817 12,217 
10,433 10,110 9,807 9,474 9,248 9,022 8,796 
22,158 20,965 19,525 18,200 16,942 15,675 14,483 
89,000 114,000 105,000 97,000 101,000 96,000 58,000 
65,844 59,681 58,530 57,700 57,300 55,400 55,400 
16,645 13,350 13,350 13,350 13,350 13,350 13,350 
(units) 

615 584 591 591 593 597 614 
849 767 766 760 769 767 785 
1,901 1,968 2,048 1,721 1,835 1,836 1,663 
54,282 54,483 55,650 54,760 54,000 54,700 55,285 
340 342 342 34] 336 335 335 


41 


42 


Loading vessel at slip 
Terminal A elevator. 
Terminals handled over 
20 per cent more grain this 
past fiscal year than 
previous record year. 
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